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SUBJECT: U.S. - EC TALKS ON SUGAR AND INTERNATIONAL SUGAR 
AGREEMENT (ISA) NEGOTIATIONS 

1 . ISSUE: EC OCCUPIES AMBIQUOUS AND UNCERTAIN ROLE IN 
NEGOTIATIONS FOR INTERNTIONAL SUGAR AGREEMENT. THEY 

DO NOT HAVE NEGOTIATION MANDATE, EC COUNCIL HAVING FAILED 
TO REACH AGREEMENT AT PREVIOUS SESSION. NEXT OPPORTUNITY 
WILL NOT OCCUR UNTIL MAY 5, HALF WAY THROUGH ISA NEGOTIA- 
TING CONFERENCE. SUBSTANCE OF PROBLEM IS UNWILLINGNESS 
CERTAIN EC MEMBERS (FRANCE AND BELGIUM) TO ACCEPT ISA OF TYPE 
FAVORED BY MOST PARTICIPANTS, I.E. AGREEMENT BASED ON 
EXPORT QUOTAS. UNCERTAINTY ABOUT EC POSITION IS COM 
PLICATING FACTOR IN CURRENT NEGOTIATIONS ALTHOUGH GENERAL 
REACTION IS TO IGNORE EC AND ATTEMPT NEGOTIATE AROUND 
THEM. 

2. BACKGROUND: IN EIGHTEEN MONTHS OF WORKING GROUP 
MEETINGS PRECEDING CURRENT CONFERENCE, CONCLUSION 
REACHED BY OVERWHELMING NUMBER OF COUNTIES WAS THAT 
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NEW ISA MUST BE FUNDAMENTALLY BASED ON EXPORT QUOTAS. 

EC HAS INSISTED ON SYSTEM BASED ON STOCKS. BECAUSE OF 
HIGH SUPPORT PRICES FOR DOMESTIC PRODUCTION AND 
REALIZATION REST OF WORLD WOULD NOT ACCEPT EXPORT QUOTA 
FOR EC AT A LEVEL EC WOULD DEMAND, EC STOCK PROPOSAL IN 
EFFECT SHIFTS BURDEN OF ADJUSTMENT AWAY FROM ITSELF TO 
OTHER PRODUCERS. US CONCEPT OF AGREEMENT COMBINES 
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EXPORT QUOTAS WITH STOCKS IN ORDER TO ATTAIN BETTER 
FUNCTIONING AGREEMENT WITH GREATER PROTECTION OF UPPER 
PRICE OBJECTIVE. WHILE OUR PROPOSAL IS OSTENSIBLY CLOSER 
TO EC VIEW, WE COULD NOT CONTEMPLATE SIGNIFICANT EXPORT 
QUOTA FOR EC WHILE OTHER EXPORTERS REQUIRED TO BUILD 
STOCKS, SINCE OTHER EXPORTERS, MOSTLY LDCS, WOULD IN 
EFFECT BE REQUIRED TO PAY FOR LACK OF PRODUCTION DISCIPLINE 
BY EC. EC EXPORT ENTITLEMENT OF ABOUT 350,000 TONS 
REPRESENTING AVERAGE OF PAST FIVE YEARS MIGHT BE ACCEPTABLE 
OUTCOME TO OTHER EXPORTERS BUT EC UNLIKELY ACCEPT SUCH 
RESTRAINT. ONE ALTERNATIVE WOULD BE TO LEAVE EC OUTSIDE 
AGREEMENT AND SEEK TO BLOCK THEIR EXPORTS BY REQUIRING 
IMPORTING MEMBERS TO RESTRICT SEVERELY THEIR IMPORTS FROM 
NON-MEMBERS. NON PARTICIPATION BY EC, HOWEVER, WOULD BE 
DISADVANTAGEOUS SINCE MARKET WOULD DOUBT EFFECTIVENESS OF 
SUCH AN AGREEMENT AND EC WOULD NOT PARTICIPATE IN STOCK 
FINANCING PROPOSAL WE DESIRE TO PURSUE FOR CONSUMER 
BENEFIT. 

3. SUGGESTED TALKING POINTS 

A) WE ARE CONCERNED ABOUT EC ROLE IN THE NEGOTIATION 
WHICH THREATENS TO COMPLICATE AND DISRUPT CONFERENCE. 

B ) IF WE CANNOT REACH AGREEMENT ON SUGAR WHICH IS A 
HOMOGENEOUS COMMODITY WITH A RELATIVELY SIMPLE MARKET 
STRUCTURE, HOW CAN WE MAINTAIN CREDIBILITY FOR THE G-8 
POSITION ON COMMODITIES GENERALLY IN CIEC. 
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C) EC POSITION ON SUGAR IS UNREASONABLE SINCE IT IS 
BASED ON HIGH SUPPOER PRICE WITHOUT ANY PRODUCTION 
DISCIPLINE AND SHIFTS THE BURDEN OF ADJUSTMENT TO OTHER 
PRODUCERS, MOST OF WHOM ARE LDCS. 

D) WHILE EC IMPORTS 1.3 MILLION TONS SUGAR FROM ACP 
COUNTRIES AT PREFERENTIAL PRICE, IT RE-EXPORTS EQUIVALENT 
AMOUNT PLUS MORE TO WOULD MARKET AT DUMPED PRICE WHICH 
LESS THAN 50 PERCENT ITS DOMESTIC PRICE. 

E) WE AREPROPOSING A NEW ISA BASED ON STOCKS AS WELL AS 
EXPORT QUOTAS WHICH WE HOPE WOULD COMMEND ITSELF TO EC. 
OUR APPROACH WOULD HOWEVER REQUIRE EC TO ACCEPT SOME 
DISCIPLINE PARTICULARLY IN PERIODS OF SURPLUS. WE ARE 
PREPARED TO CONSIDER CONTRIBUTING TO FINANCING OF STOCKS 
AND HOPE THE EC WILL TOO. 

F) WE URGE THE EC TO RECONSIDER ITS POSITION AND TO 
BEGIN TO NEGOTIATE SERIOUSLY IN GENEVA. 
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G) FAILURE TO NEGOTIATE AN AGREEMENT WOULD NOT AUGER 
WELL FOR OUTCOME OF CIEC MINISTERIAL WHICH BEGINS THE 
WEEK FOLLOWING THE SUGAR CONFERENCE'S CONCLUSION.SORENSON 
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